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FOREWORD 


The task of conducting the foreign relations of the United States pertains 
to the Department of State, and this applics to relations with Spain as well 
as with any other country...a fact that should be remembered in connection with 
the visit to the Iberian peninsula of the U.S.S. Columbus and of several 
Anerican congressnen and senators. Those who attempt to study international 
affairs in the light of information and reason will be perturbed over the 
bitter fight between rival finenciers for control of international power 
trusts. Even those who have no personal interest in and perhaps little sympae 
thy for the pyramid of comvanies made up of interlocking entities like CHADE, 
CADE and SODEC may woll feel that the activities of Spanish financier Juan 
March are not likely to create sympathy for the financial methods encouraged 
by the present Spanish regine, which seems to be eager to follow the quasi- 
confiscatory nethods practised by Peron, 


Portugsl by and large still presents a picture of stability, even though 
the country is beset with economic difficultics, The recent purge of seven 
university professors shows that a liberalization of the regine is still some 


way off, 


In Mexico, the international peace congress passed off with the expected 
denunciations of capitalism and of the United States, although the meeting was 
lacking in brillinnce and indeed in spirit. An unexpected note was the charge 
that U.S. news agencies are tools of American imperialism, Perhaps the most 
picturesque event of the month was the discovery of the bones of Cuauhtemoc. 
Coning shortly after the discovery of the bones of Cortes, it would appear 
that conservatives and liberals, Hispanists and Indianists, are prepared to 
fight their battles with the relics of saints, in the best medieval tradition, 
Tho affirmation of the liberals that Cuauhtemoc was "the greatest of Mexicans" 
reveals enthusiasm and partisan passion but could not stand up to careful 


analysis. 


In Guatemala, the first congress of Latin American universities passed 
off without the political pronouncements which night have been expected fron 
a group convened by Luis Alberto Sanchez, In Honduras, the proposed develope 
ment of the Tela Railroad Company brought forth almost a test case between 
Latin American nationalism and U.S. financial "imperialism." In Nicaragua, 
the name of Somoza is to be imiortalized in a new department. In Costa Rica, 
even liberal archbishop victor Manuel Sanabria is protesting against the new 


plan of secularized oducation. 


Venezuela has remained happily free from the consequences of devaluation 
as experienced in less dollar-rich countries. The disturbing undercurrent of 
the news from Colombia is the fear that civil war will break out there soon. 
This prediction has been made by isany reliable Colombian informants, but it is 


to be hoped that they are wrong. 


Quiet seems to prevail in Peru, while Haya de la Torre appears to be 
virtually forgotten in the Colombian embassy in Lina, Fortunately, in Bolivia 
the recent Peronista revolution has been corpletely crushed, and the prestige 
of acting president Urriolagoitia seems to have been enhanced. The survival 
of democracy in Chile provided a happy background for the ceremony honoring 
the tenth anniversary in Chile of that staunch democrat, U.S. Ambassador 


Claude G. Bowers. 
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Argentina is closely tied to the sterling area, and the recent devalua~ 
tion of the British currency is producing a sinilar phenomenon in Argentina, 
although it is still not clear how it will affect the various economic 
activities of the country. For some years, Argentina has had an immigration 
agreenent with Spain, but at long last the two governments are attempting to 
get the agreement to produce results, Uruguay is concerned primarily with 
beef, wool and tourists, while the chief product of Paraguay continues to be 
politics, 


Fron Brazil the nost significant political news concerns the shaping of 
an alliance between Adhenar de Barros and Getulio Vargas, an alliance which 
night change the future of the country. The innigration policy of Brazil has 
been fairly ineffective, but a tussle between the various inmigration agencies 


nay have cleared the decks for action, 


In Cuba, the proposed loan from the United States has becone a kind of 
political litmus paper. It is significant that the loan is opposed by General 
Batista, who was also one of the backers of the recent anti-U.s. "peace" 
congress held in Mexico City, It would appear that the former dictator is 
attempting to stage a comeback by crystallizing around hin the leftist, anti- 
U.S. groups. The pitiful condition of Haiti was made apparent in a voluminous 
report published by the United Nations. Ventures such as the forthconing 
exposition may stimmlate trade, but they will be but a palliative; the basic 
lack of balance between population and land will persist. An enlightened 
dictator, President Trujillo of the Dominican Republic is offering hospitality 
to more refugees with technical skills. There is no question that the island 
is one of the most effective forces in the Caribbean. Checker—board sugar 
politics continue to be the main preoccupation of Puerto Rico. 
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THE IBERIAN PENINSULA 
SPAIN 


Although September is somewhat late in the tourist season, Spain enter 
tained an unusually large nunber of important foreign visitors during the 
nonth, The loudly heralded visit of units of Admiral R, L. Conolly's Eastern 
Atlantic and Mediterranean Fleet, the first such visit since Franco came to 
power, was accomplished without incident. Conolly and his staff were guests 
of honor at numerous receptions at El Ferrol and La Coruna, but the American 
sailors seemed to enjoy themselves most, ranging as far as Madrid in search 
of souvenirs, bars, and entertainment. The open~handed Americans won the 
approval of the Snaniards who, in turn, took advantage of the visit to swarm 
aboard the cruiser Columbus to inspect a modern warship. In the midst of the 
festivities Admiral Conolly, his staff, and the American Naval Attache closeted 
themselves for more than an hour with Franco at his summer home near La Coruha,. 
The subject of their conversation was not disclosed, 


La Coruna did not even have time to take down the flags put out for the 
Americans before Abdullah, King of Transjordan, arrived for a state visit, 
Although his arrival was dimmcd by the mode of conveyance (a small passenger 
ship rather than a British man-of-war), Franco geve him a welcome befitting 
the first visit of a chicf-of-—state in a dozen years and the first time an 
Arab monarch had set foot in Spain since Boabdil was driven from Granada in 
the 15th century. Franco and Abdullah decorated each other, and the latter 
set forth on a triumphal tour of southern Spain. As in the case of the 
Americans, however, a serious note was interjected when Foreign Minister 
Alberto Martin Artajo revealed that Frenco and jbdullah had discussed the 
“threat of communism in the Middle East" and had reached an accord on the cone 
servation of world peace. Most significantly, Abdullah voiced approval of 
Spain's "honorable intentions in Morocco". Also visiting Spain during the 
nonth were Muley Hassan, son and heir apparent of the Sultan of French 
Morocco, and Mohammed Hajd £1 Morki, Grand Vizier to the same potentate. It 
was further revealed that King Farouk of Egypt might also pay a visit within 
the year. Franco's preoccupation with Arab leaders is becoming a matter of 


speculation in the international press. 


A second wave of Americans hit Spain at the end of the month. A seven 
nan subcommittee of Congress, led by James Murphy, was scheduled to meet 
Franco early in October, but meanwhile the menbers declared themselves much 
inpressed with what they had scen in Spain. The Catholic members were 
inpressed with the freedom of religion, the Southern members were impressed 
with the shortege of cotton for the Barcelona nills, and all the members were 
impressed with the desirability of a loan to Spain and the inclusion of that 
country in the strategic planning of the Atlantic community. In this latter 
sontinent they were seconded by Senator Robert Taft, who declared himself in 
favor of both full diplomatic recognition for Spain and an invitation to join 
the North Atlantic Alliance. Senator Pat McCarran, Nevada Democrat and Franco 
apologist, also paid a visit to Spain and announced he would have a conference 
with Franco during which they would discuss the loan and full diplomatic 
recognition, Well in advance of any such necting, however, President Truman 
enphasized that McCarran spoke only for hinself and did not represent either 
the Democratic party or the Administration, It would seem that Congressional 
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support of the Adninistration's stand towards Spain is fast weakening. If 
there is any basis of truth in the Spanish reports of the discovery of najor 
deposits of uranium in the Pyrenees, a volte-face in Anerican policy towards 


Spain might cone with surprising speed, 


Evidences of civil disturbances were stronger than any month since tho 
beginning of summer. In Zaragoza there was a sharp riot anong the farners - 
when the provincial inspector made his rounds checking on those who had failed 
to nake their quota of wheat deliveries. In Malaga the Civil Guard suffered 
casualties in a routine patrol action against bandit-guerillas. Barcclona, of 
course, had its usual quota of seni-politically inspired assaults and 
robberies, Of recent nonths, ammunition dumps and arsenals appeer to be tho 
favorite targets of saboteurs, The dunp-of-theenonth for September was 
located near Santa Cruz de Tenerife, Canary Islands, with 21 injured and the 


nilitary establishnent severely damaged. 


Nearly all sections of drought-ridden Spain were visited by a series of 
fierce storms during the month. The badly-needed water came accompanied by 
hail and wind storus, however, rather than in the form of soaking rains, 
Cuenca, Malaga, and Granada were especially hard hit by the storms, the con 
bination of high winds and hail doing severe damage to the tobacco and olive 
crops. Falling on hardepacked ground, the torrential rains resulted in flash 
floods which disrupted communications and inundated river-botton farms, All 
this water had little effect in solving Spain's power shortage, strangely 
enough. The end of the month brought another alarming drop in the actual 
anount of impounded water available for power and irrigation. Some experts 
are of the opinion that Spain's water resources are so taxed that even a 
normal annual rainfall will no longer meet the demand, Although of little 
value to cultivated crops, the month's rains were expected to improve pasture 
age conditions, and cattlemen were hoping that they would help abate an 
outbreak of foot-and-nouth disease, now endemic in Spain. 


Economic activity continued its slow decline. The securities market 
reflected the general state of inactivity of Spanish industry, although some 
financial writers laid the blame on the’ financial policy of the government, 
accusing the regime of deliberately making money scarce. Spain's foreign 
trade and exchange problems were aggravated by the devaluation of the pound 
sterling, but as for a devaluation of the peseta to bring it in line with 
other devaluated currencies, the policy was "wait and see". There was little 
doubt that the devaluated pound would affect trade with Great Britain, tra~ 
ditionally one of Spain's best export markets. The British would no longer 
be able to purchase as many Spanish goods with their cheapened currency, 
Relations betwoon the peseta and the Portuguese escudo were equally strained, 
although the 12% reduction in the escudo, one of the few "free" currencies 
left in Europe, would tend to place an almost unbearable burden on the peseta 
in the light of the close trade relations between Spain and Portugal. fHven 
before the general devaluation, however, the Franco-Peron trade arrangenent 
appears to have come apart at the seans. During the last two years, it seens, 
Spain has acquired a large gum of Argentine pesos which it has not been able 
to reconvert because of Feron's financial policy. As a measure of retaliation 
&s well as to relieve the pressure of this backlog, the Central Monetary 
Institute ordered Spanish banks to discontinue the conversion of Argentine 


pesos to pesetas. 
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Juan March, legendary Spanish industrialist and the alleged power behind 
the Franco government, found himself on the board of directors of another 
coupany last month, the Compania Hispanoamericana de Electricidad (CHADE), whose 
total assets in Spain consist of a few pieces of office furniture. His new 
directorshiv did, however, give him the backing of the Spanish government in his 
campaign to secure control of an international public utilities network. CHADE 
is » holding company organized under Spanish law, although only 17% of its 
stock is owned by Spanish citizens, the balance being held by United States, 
British, Belgian, and Swiss interests. Its principal asset is the Compania 
Argentina de Electricidad (CADE), an extremely profitable public utilities 
company of Argentina. In an effort to remove CADE fron probable March-Franco 
action, the foreign stockholders of CHADE formed the Societe d'Electricite 
(SODEC) under the laws of Luxembourg, and in November of 1948 this 83% majority 
voted to dissolve CHADE and transfer its assets (CADE) to SODEC. Juan March 
had, however, forseen this action and had secured the passage of the Spanish 
@ecree of July 1/7, 1947 which stated that stockholders! meetings of Spanish~ 
incorporated companies must be held on Spanish soil with voting stocks depdsited 
in Spanish banks to validate the proxies, Under Spanish law, therefore, the 
dissolution of CHADE was illegal, although it was in accord with the company’s 
charter, At the annual stockholders! mecting in Madrid on September 27, the 
voting proxies present, representing only the 174 which is Spanish-owned, denied 
the validity of the dissolution and elected a new board of directors (including 
Juan March) and then called on the good offices of the Spanish government to 
protect their investment abroad (CADE). The inevitable result must de an inter- 
governmental squabble over the validity cf the Spanish decree of July 17, 1947. 


To further confuse the issue, March's maneuver against CADE through CHADZ 
is in reality only a screening action to hide a frontal attack to gain control 
of the Bbro Irrigation & Fower Co., Ltd., a $250-million concern, [Ebro is 
controlled through the Canadian-incorporsted Barcelona Traction, Light & Power 
Co., Ltd., which is in turn controlled by the Societé Financiere de Trensports 
et d! Entreprises Industrielles (SOFINA), the Belgian-incorporated organization 
which is at the apex of the pyramid of holding companies which include CHADE, 
Exercising control of SOFINA is the secretive Amorican financier Dannie Nusbaum 
Heineman, with the result that all the complex issues can be boiled down to a 
struggle for power between March and Heineman. Apparently the first round of 
the battle has gone to March, for simultaneously with his move against CHADE, 
March has moved against Epro Irrigation through Barcelona Traction. For some 
years March has been buying the bonds of the Barcelona Traction. Because Ebro's 
profits have been frozen by Franco, Barcelona has been forced to default payment 
of interest on its tonds. With this as an excuse end despite the fact that 
Barcelona has $16 million in cash (though frozen by Franco's exchange regula~ 
tions), March succeeded in getting a Spanish court to declare the Barcelona 
bankrupt. On September 19, the same court placed the company in the hands of 
the receivers (i.ce., Juan March, as the main bondholder or creditor) with 
instructions to liquidate the assets, ownership of the Ebro Irrigation & Power 
Co., Ltd. Though a half dozen nations will object, Spanish March, with the 
sanction of Spanish laws interpreted by Spanish courts, now controls a Spanish 


company on Spanish soil, 


PORTUGAL 


The problems which have plagued Portugal all summer long became even more 
acute during September --- the drought, the diminishing gold and foreign 


— 


currency reserves, the increasingly unfavorable trade balance, and the tighten- 
ing of reins on critics of the regime. 


Thenks to the dry western winds over its Atlantic coast, Portugal's 
drought continued through September with almost no relief. Indications of the 
sériousness of the situation are the warnings being issued now by government 
officials against the spreed of false rumors which might cause panic in the 
drought-stricken areas, and the discussions going on in Lisbon concerning state 
aid for the unemployed and sick victims of the drought. The adverse weather 
conditions have not only cut Portugel's crop output down to 75% of the 1948 
production, but also the resulting power shortaze in the northern and central 
arexs has led to the virtual curtailment of all activity in the textile mills, 
Portugal's principal meinufecturing industry, thercby creating a serious unem 
ployment problem. Thousands of idle workers are being peid a four-day week 
salary by fectory owners who wish to mitigate their employees! misfortune, The 
claims made during the past years for the hyperefficiency of the Salazar 
corporate state are being severely put to the test, particularly in view of the 
fact thet this is a longstanding, annually recurring problem, readily and 
easily solved by the construction of aqueducts and reservoirs, 


The Portuguese financial situation has never recovered from the depression 
it fell into during the dull midsummer doldrums, The money market has been 
ticht, with credit facilities difficult to ottain except at usurious rates, 

The stock market has been inactive with a continued downward trend in quota- 
tions, According to official figures on Portugal's foreign trade during the 
first half of 1949, the hcevy postwar disequilibrium in the external trade 
balance was further accentuated --— the foreign trade deficit has increased 
from $4,520,000 monthly in 1945 to $21 million monthly so far in 1949, This 
unfortunate soaring of deficits has forced the Portuguese National Bank to pay 
out approximately one-third of its gold end foreign currency stocks. During 
the first half of this year, Fortuzal had an adverse trade balance with every 
country in the world except Western Germany, the larzest being with the United 
Kingdom, followed by the United States, Belsium and France. Continuance of 
this six months! trend would mean a total adverse trade balance for the year of 
$280 million. Exports are down 14% over last year, while imports are up 9% 


Several emergency remedial measures were adopted last month. On September 
4, a decree wes published which created a special fund for the encouragement of 
Portuguese exports. Another decree, designed to discourage luxury spending, 
placed taxes on automobiles ranging fron 15% to 50% of the selling price. On 
September 23, after earlier having adjusted the exchange value of the escudo to 
the currencies of the Atlantic Pact nations at 25 escudos to the U.S. dollar 
for the purpose of facilitating $57 million worth of E.R.P, transactions 
recently approved for Portugal, the Portuguese government brought the escudo 
into line with the devaluated English pound by a further devaluation to 28.75 
escudos to the U.S. dollar, (a 15% develustion) and a 20% increase to 80.50 


€scudos to the English pound. 


Another active step toward finding a cure for the Lusitanian economic ills 
was the appointment recently of a minister to set in motion machinery which 
would put before the Awerican people an accurate picture of what Portugal has 
to offer the tourist and to facilitate travel to Portugal, The first steps to 
be taken will probably be to do away with visas, lending taxes, and embarkation 
taxes, as well as the construction of a "name" hotel similar to the "swank" 
hotels which are attracting so mich tourist business in other Suropean capitals. 


; 


Despite these ameliorative efforts, there is still much grumbling regard— 
ing the economic crisis both among the people and even openly in the present 
National Assembly. However, the stability of the regime is not seriously 
endangered, for although there is much of this grumbling, the organized 
opposition is ineffective, Lately the elements opposing the governnent have 
not met with much success because of occurrences on the international scene, 
such as the signing by Portugal of the Atlantic Pact, an action which lent great 
prestige and indirect stability to Salazar's regime and gave him a freer hand in 
conbatting so-called Communist elenents. A new nild "purge" recently took place 
in which seven university professors were discharged by order of the Portuguese 
governnent for "having publicly shown political idees against the high interests 
of the state." The era of "limited freedom of expression", ushered in by last 
winter's elections, seems to have come to an ends 


In the field of Portugal's relations with her peninsular neighbor, both 
Salazar and Portuguese Foreign Minister Jose Caeiro de Mata, who has been 
attending E.R.P. conferences in Washington, have reiterated the official 
Portuazuese desire to see Spain included in the North Atlantic Pact. Caeiro de 
Mata, who objected strenucusly in Washington to the use of the tern, "democracy", 
in the preamble to the North Atlantic Pact, stated that Spain was not a Fascist 
nation end that one of our greatest potential allies was the brave army of 
1,5000,000 Spaniards who stend ready to fisht Communism. A further indication 
of Iberian soliderity was the announcement that discussions were in progress on 
& mutual defense pact which would provide for the interchange of airbases in the 
Canary ond the Azores Islands between Spain and Portugal. This seems to be a 
laudable coordination of defenses, but in the wrong direction. 


MEXICO 


luis Padilla Nervo, Mexican Ambassador to the United Nations, evidently 
believes there is some room for optimism in the present world situation, since 
the great powers have renewed discussions on many problems after an intcrruption 
of 18 months, His remarks were occasioned by President Truman's announcement 
of the Russian possession of an atomic bomb, and, although stressing an even 
greater need for international control of atomic energy, he saw nothing in the 
disclosure which should destroy the prevailing optimism. Slightly less 
sanguine was Mexico's reaction to the request of the Inter-American Peace Com- 
mission of the Organization of American States for an opinion regarding the 
volatile Caribbean situation, While terming affairs in the Caribbean 
"lomentable” and suggesting closer cooperation in that area, Mexico expressed 
doubts as to the commission's ability to investigate the matter. 


Considerably less diplomatic language wes employed at the International 
Peace Conference which opened in Mexico City on September 5. As had been, 
expected, the conference, presided over by the Mexican poet, Enrique Gonzalez 
Martinez, expressed its hatred of the "inperialism of the United States", In 
addition, other American countries notably Argentina and Chile, were severely 
attacked, The absence of Lazaro Cdérdenas at the conference was not explained, 
although he sent felicitations as did Fulgencio Batista of Cuba. Needless to 
say, the 5,000 spectators applauded frantically when Russia was acclaimed. The 
fact that the conference was denied the use of the Palacio de Bellas Artes 
caused some comment of an acid nature. The conference ran its tiresome course 
for six days without any particularly startling conclusion, considering its 
composition, In strangely reminiscent phrases the war-mongering U.S, press was 
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attacked, and Latin Americans were warned not to use foreign press agencies. 

A suggestion was advanced that a Latin American presse association be formed, 
along with the allegation that 95% of the Latin American press was war-monger-— 
ing and controlled by the United States. On the same day a Cuban delegate 
complained that the order of excommunication by the Catholic Church against 
active Communists was unjust, since St. Thomas himself was a socialist. On the 
last day sone 30 nascent orators, alnost as many es in the previous five days, 
waitcd their turns to address the assembly. Nevertheless, time was found to 
play the phonograph record of a speech prepared by Paul Robeson who was too 
occupied by the noble experinent at Peekskill, New York, to attend. The 
conference passed six resolutions in which, aside from the usual attacks 
against the United Statcs, Puerto Rico was described as a conspicuous example 
of colonialism in the hemisphere, the demilitarization of the Panama Canal was 
urged, and the fantastic assertion was made that the conference was attacking 
no one. In the final resolutions, however, the United States was not accused 
of preparing a war, which accusation had been expressed by a nunber of 
spcakers. Latin Americans were also edvised not to obey Catholic dictuns in 
cases where Church officials went beyond the limits of their authority. 


Apparently no cognizance was taken of these left-wing activities by : 
President Aleman in his annual address to the new Chamber of Deputies on : 
September 1, apart from a vague admonition to Mexicans against "adopting the ; 
nethod of a foreign ideology". Reviewing the progress and state of tho 
country after three years of his adninistration, he asserted that devaluation 
of the peso has been Mexico's salvation and expressed confidence that further 
inflation could be avoided. Since stabilization of the peso at 8.65 to the 
dollar on June 17, the Bank of Mexico's reserves have reached $84 nillion, and 
$22,500,000 were placed at Mexico's disposal by the International Monetary 
Fund. In addition, the President asserted that a loan of $25 million was 
authorized by the U.S. Treasury for stabilization purposes. The claim was nade 
that the devaluated peso has alreedy proved beneficial to the mining industry 
and to export trade in cotton, fibers, oil, vegetables, and fruits. The 
adninistrations's silver policy was described as one which kept prices up but 
at the sane time encouraged heavy seles abroad. The greatest applause 
accompanied the President's endorsement of the decision to suspend negotia- 
tions on a loan fron the United States to expand Mexico's oil industry. 


Amplifying the theme of Mexican progress, a national exposition was 
inaugurated September 4 by the President. The exrosition covers 3,000 square 
meters of the old National Stadium of Mexico City. At a cost of 3 million 
pesos, 26 pavilions were orected, and 300 guides employed to present the 
government's work. Reflecting much of this enthusiasm, Ramon Beteta, Finance 
Minister, averred later in the month that the Mexican financial situation was 
better than it had been for many yeers and denied any necessity for foreign 
loans. All of this, however, did not prevent speculation that the Mexican 
government was considering the possibility of financing oil projects itself, 
with money now intended for other purposes, if a loan could be obtained from 
the United States to defray the cost of the many public-works projects now 


under construction. 


Mexico's oil problem may become acute in the near future, Since expro= 
priation, PEMEX has made considerable progress-- apparently not enough, 
however, to keep pace with the industrial growth of the country. Despite such 
claims as those made by Bermidez, director of PEMEX, that Mexico will double 
the present oil production of 175,000 barrels daily, two problems are 
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frequently mentioned as besetting the national industry: Lack of capital and 
technical knowledge for experinental drilling and a scarcity of trained 
personnel. These problems could be settled most readily with U.S. help were 
it not for certain considerations, largely political in nature. Because of 
these end other difficultics, PIMEX was evidently not considered a good 
finencial risk by loan agencics in the United States. In all fairness, the 
views as expressed in an article on the oil situation in the Christian Science 
Monitor must be considered es having some basis in fact. The Mexican coverne 
nent is seeminzly hagridden by a certain "doctrinaire stubborness", In . 
support of this view, the article cites the experience of Venezuela, which has 
also been strongly disposed to an extensive social prozram, Although in the 
latter country the oil compenies express dissatisfaction with the larze 
amount of oil revenue taken by the government, cperations are evidently 
profitable enough for continued operation. In Mexico some exploratory agrees 
nents have been mede with a few smaller U.&. companies, but the larzer 
companies scem to te sitting back and indulging in Cassandra—like predictions 
as to what will occur when real problems are encountered; they would be met 
with not only burerucratic inefficiency and red tape, but with political 
propagenda and crusades of the more opportunistic sort. Apparently undaunted 
by considerations of this nature, Representative Crosser, chairman of the 
U.S. House Interstate and Foreign Commerce Cournittee, sailing early in 
Septenber on a "junket" to Europe, disclosed that Mexico "had been assured of 
receiving a loan from the United States", Seeming to belicve that hemispheric 
solidarity is eminently a natter of dollars and cents, he further remarked 
thet the loan is important beceuse “if the United States should get involved 
in a war, we should have those people on our side." Expressing concern lest 
Mexico become a "hack alley for aggression", he cnthusiastically concluded 
that "the finest thing we can do is to promote solidarity in the Americas", 
Despite the well-intentioned um honely wisdom of these strategical concepts, 
one wonders whether the rather cross nature of statements of this type might 
not serve in their own small way to alienate public opinion in Latin Ancrica, 


i. suggestion for a workable solution of the oil problem was advanced by 
the Wheland oil equipment concern of Tennessee. dccording to this plan, the 
companies would accept long-term bonds fron the Mexican government in lieu of 
payments. These bonds would then be discounted immediately by the Exporte 
Inport Bank, thus enabling the oil companies to be reimbursed directly, The 
Bank would then hold the bonds of the Mexican government for paynent. 


Other sections of Mexico's economy seen to be in a more favorable situ 
ation than oil. Cotton production, which was 570,000 bales in 1948, was 
expected to reach 750,000 bales this year, representing an increase of 32%- 
Cattle production is expected to increase, now that footeand-nouth disease 
has been nearly eredicated. In addition to increasing foreign investuents, 
1949 has been one of the best tourist yearse Mexico has come to defend nore 
and more on cotton exports, since only about one haif of the production is 
consuned within the country. Increasing competition is feared from the 
United Kingdon, which, it is believed, will employ increasingly aggressive 
tactics to sell cotton goods in Latin America, Many feel, however, that the 
British pound devaluation will increase Mexican trade with Great Pritain 
considerably, An edditionel fector of importance is a new trade agreenent 
between Mexico and italy, svpp.anting a protocol which had been in effect 
since July, 1934. The exchengs of goods is expected to amount to 125 million 
pesos, Mexico will export coffee, sugar, cotton, tin, and lead for Italian 
artificial fibers, olive oil, dricd fruit, textiles, machinery, and marble. 
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On September 23, President Alenan inaugurated the first Inter-American 
Congress of Farmers end Agronomists (Campesinos y Agronomos). It is conten 
plated that a permanent organization will be established to facilitate the 
exchange of technical knowledge. During the six-day discussions, the 
delegates of 20 countries considered methods of improving basic production, 
conserving natural resources, and speeding up agricultural research, as well 
as problems connected with irrigation and drainage systems, better distribu- 
tion of land and general raising of the standard of living. 


For Mexico, a discussion of agricultural problems must include considera 
ation of the braceros. Although it was believed that certain counties in 
Texas had been "biack listed" because of discrimination against the Mexican 
agricultural worker, the Mexican government officially denied that any such 
boycott was yet in effect. According to the agreement signed with the United 
States on June 28, the Mexican government will not recruit any workers for | 
zones in which discrinination is practiced against the bracero. When a U,S, 
grower requests workers, his petition must be approved. In the latter part 
of September a number of petitions for workers were refused until such time 
as the Mexican government could investigate reports of discrimination in the 
areas under consideration, There are a number of indications that sincere 
attempts are being made both in Texas and Mexico to solve many of these 
problems. In San Antorio, Mexican and U.S. officials are working tozether 
with a great deal of success to expedite the passage of workers to the north, 
In the border zones some 1,200 are processed daily. Arriving by various 
nethods of transportation, the prospective workers are given a bath, photo- 
graphed, fingerprinted, and then presented with their papers which entitle 


them to work, 


There were other cncoureging efforts to remove lingering causes of ill 
feeling between the two countries. At Monterrey, a conference was held 
between Mexican and U.S, historians in an effort to reconcile differences in 
attitude on historical matters in reference to the founding of Texas and the 
Mexican War of 1846, It is hoped that a basis of mutual understanding may 
be reached. A nice gesture of good will in the U.S. Congress was a resolution 
to authorize the return to Mexico "with appropriate ceremony and escort" of 
the battle flags captured in the Mexican War. The project, which has the 
support of the American Legion, is now in the hands of the Committee on 


Forcign Relations. 


The 2,000 inhabitants of Ichacatecopan, Gucrrero, have lately been 
experiencing a great deal of unexpected publicity. Because of the happenings 
there, the Governor of the state of Guerrero ordered that at noon, September 
29, the bells in all the churches and cathedrals of the state should be rung 
in celebration, The town's representative hurricd to the Governor demanding 
that, in view of the importance of the moment, Ichacateopan should receive 
the benefits of electricity, running water and a school house. The state-wide 
celobrations brought caravans of people to the road leading to the little 


village, 


The excitement was caused by the discovery of what are claimed to be the 
remains of Cuauhtemoc, the lest emperor of the Aztecs, whose bones previously 
had been believed to lie in the state of Chiapas near the place where he was 
supposedly executed, The majority of the credit for the discovery belongs to 
Eulalia Guzman, historian of the National Institute of Anthropology and 
History, and her co-worker, Anselmo Marin. Much credit also seemed due to 
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the newspaper El Universal, which first published certain documents leading to 
the discovery of the tomb. These docunents had been carefully guarded by an 
Indian of the village, Rodr{quez Juarez, one of whose ancestors had written 
then over four centuries ago. The remains were placed in a showcase and 
guarded by the men of the village in the cathedral. Eulalia Guzman was 
declared the "favorite daughter" of the state of Guerrero, 


ait is interesting: to note that several months ago, when the bones of 
Cortés were apparently discovered, there seemed to be a display of enthusiasn 
on the part of the more conservative elenents. However, with the discovery of 
Cuauhtemoc's remains, the enthusiastic ones were the liberals. 


A grin reminder of the modern age came in a disastrous airplane accident 
which occurred on_Septe:ber 26 and in which 25 persons lost their lives, A 
ship of the Compania Mexicana de Aviaci+n on the Guatenala-~Mexico City route 
crashed against the snow-covered sides of Popocatepetl during a rainstorn, 

The collisicn with the extinct volcano occurred at a height of 15,000 feet, 
about 3,000 feet lower than the peak of the nountcein, When rescuers finally 
arrived, nothing was found but a few scattered romains. Several prominent 
people, including archeologist Salvador Toscano, Senator Gabriel Ranos Millan, 
and actress Blanca Estela Pavon, were anong those killed. 


Another mournful event characterized the news this month. Jose Clenente 
Orozco, one of Mexico's leading artists, died of a heart attack on September 7, 
His murals and paintings have done mich to reveal the spirit of Mexico and of 
the Mexicans, His renains were placed in the Rotunda of Illustrious Men in 
the National Pantheon of Mexico City, along with those of such famous nen as 
Francisco Dfaz Covarrubias, Amado Nervo, Mariano Escobedo, and Ignacio 


Altanirano,. 


CENTRAL AMERICA AND PANAMA 


The five Central Anerican republics celebrated the 128th anniversary of 
their independence on Septenber 15. The day was also the¥gnd anniversary of 
Nicaragua's expulsion of the notorious William Walker, In no séction of Latin 
Anerica has the idea of union or the confederation of several states into one 
been more persistently recurrent than in Central Ancrica, Within the past 
nonth several tentative moves toward closer cooperation have been made, but 
the present intense preoccupation with internal politics and the suspicion 
existing among some cf the countries leave little likelihood of any effective 


analganation within the foreseeable future, 


GUATEMALA 


At the first Congress of Latin American Universities, held in Guatenala 
beginning September 15, the presidents of 38 institutions and delegates fron 
125 fron all over Latin America approved resolutions calling for improved 
curricula and urging universities to develop individuality in their students, 
and to strive for world peace through tolerance and friendship among all 


nations, races and scectSe 


The Guatemalan congress moved to tighten controls over the press and 
radio. A new law provides punishnent for spreading false or biased reports. 
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It also makes church and nilitary personnel responsible for any statements 
they may make on political matters. 


Shortly before resigning his position, Foreign Minister Enrique Munoz 
Meany signed e treaty of peace between Guatemala and Italy, The pact also 
provided for increased cultural and economic relations. The new foreign 
minister, former Anbassador to the U.S., Ismael Gonzalez Arévalo, will have 
as one of his early duties the consideration of a note from Great Britain 
reiterating the suggestion that the Belice question be adjudiceted by the 
International Court of Justice. The average observer mist have the feeling 
that this is where he came in. 


EL SALVADOR 


A delegation fron El Salvador in Washington to secure financing for the 
Lempa River electrificetion project had its hopes dimmed by statenents fron 
World Bank officials that that organization wes interested primarily in 


granting loans for the purchase of goods, 


A new commercial bank has been organized and should begin to function in 
October, It will have a capital of 3 million colones ($1,200,000) and the 
stock is held principally by several wealthy Saivadorean families, It should 
relieve the critical local credit situation. Further to encourage investnents 
the governnent is contemplating lowering corporation income taxes, 


Coffee growers and brokers are highly optimistic over the recent price 
increases and the firm condition of the U.S. coffee market, which is expected 


to show no serious decline this year. 


HONDURAS . 


Honduras appears to be undergoing an economic readjustment. Delay of a 
large-scale road building project has already caused strong rumors of national 
financial instability. Importers are ordering cautiously for fear of further 
price cuts. Trade in general is extreuely dull despite a recent 25% increase 


in governnent salaries. 


Organized labor is taking advantage of the relative liberality of the 
present regine and making vigorous efforts to unionige Honduran workers, 
Unions for practically all crafts have been organized although by no means all 


of the workers in those fields have joined, 
\ 


The problems which most worry potential foreign investors in Latin 
Anerica are rather clearly set forth in a proposed contract for the develop 
nent of a large cacao and hemp plantation by the Anerican-owned Tela Railroad 
Compeny. The agreement submitted to the governnent for prelininary consider- 
ation would 1) permit the company to impozt all needed equipnent and fuel free 
of duty; 2) limit taxcs to those now existing, that is 15% of annual net 
profits; 3) prohibit any export tax, quota, or restriction or any regulation 
requiring the company to bring dollars into the country except to pay the 
annual tax; 4) guarantee the property against expropriation and the contract 
against modification, except by mutual consent, during the 25 years of its 
duration; and 5) permit the company to bring in and hire foreigners for 


adninistrative, technical, and confidential jobse 
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The proposal was strongly protested by various national groups, which 
called it a threat to the national econony and sovereignty. Regerdless of 
the merits of this particular contract, until Latin Anerican countries can 
convince investors that reasonable agreements entered into on these points 
will be respected, there is little hope that the flood of private capital 
these countries are so openly seeking will materialize. 


NICARAGUA 


In preparation for expected new activity on Nicaragua's eastern coast 
as a result of a highway soon to be built from Managua to Bluefields, the 
congress has just created a new department or province in that region, the 
second in two months. Named Somoza, the new political. division will have 


Puerto Cabezas as.its capital. 


General Anastasio Sonoza, Minister of War, and General Eniliano 
Chanorro, Conservative party leader, met at a recent gathering of cattlenen 
and chatted briefly, This. led observers to predict that the two had 
reached or would soon reach an agreement clearing the way for the peaceful 
nomination of Somoza as the lone candidate in a presidential election to be 
held a year earlier than usual, Aging President Victor:Manuel Roman y 
Reyes, who previously had held that the early election would be unconstitue 
tional, now insists that there is no truth to rumors of disagreement between 
him and his relative, Somoza, and that he is not opposed to the advanced 
date, since it is for the good of Nicaragua and since congressional commit— 
tees have announced that it can be arranged legally by calling a constituent 


assembly. 


COSTA RICA 


An agreement was reached between the United Fruit Company and 5,000 
plantsticn employees who went on strike August 31. The workers claimed that 
recent wage increases had been nullified by price rises on goods sold in 
company stores. Company spokesmen said that post-war increases in the cost 
of goods had forced them to raise the price, but that the goods were still 
being sold at actual coste Troops were sent to Palmar to maintain order 
while President Figueres of the Junta conducted negotiations, The workers 
agreed to return to work when Figueres promised them that their pay would be 
"modified" to compensete for the increased store prices. 


In the Costa Rica-Nicaragua cold war, Figueres replied to statements by 
Nicaragua's Somoza alleging that the Caribbean Legion was again forming in 
Costa Rica with government consent, Figueres denied the statements and said 
that as far as he knew the agreement prepared by the Organization of 
American States and signed in Washington last winter was being observec by 


both countries, 


During 1949 and 1950, Costa Rica and Western Germany will exchange 
goods totalling about $5 million, under terms of a pact signed in September, 
Costa Rica will export sugar, coffee, hardwood, fruit, and honey and will 


receive industrial and consumer goods. 


vfctor Manuel Sanabria, archbishop of San José, attacked a provision of 
the proposed new constitution. The article states that education is an 
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essential function of the state. According to the archbishop, this is con 
trary to Catholic doctrine, and Catholic priests and others will continue to 
teach in private schools and from the pulpit. 


PANAMA 


Qne of the final wishes of the recently-deceased former President Domingo 
Diaz Arosencna was that an amnesty should be granted to all political prise 
oners. mong those released was former President Arnu!fo Arias, opposition 
leader and unsuccessful candidate in last year's presidential election. Many 
nenbers of the party now in power were gathered about the prison to watch 
Arias leave and to protest his release, 


Early in September the two leading teachers! associations called a strike 
which closed all the nation's schools, They accused Minister of Education 
Ernesto Mendez of violating the statutes regarding teaches tenure by illegally 
dismissing a number of instructors, A list of mininvn demands was subnitted 
by the teachers, Mendez refused to negotiste, Finally President Chanis met 
with the representatives of the strikers gnd an agreement was reached. The 
denands of the tesvhers were met by the government and the discharged instruc- 


tors were reinstated with retroactive pay. 


GRAN COLOMBIA 
VENEZUELA 


United States exports to Latin America are expected to decrease by 10% in 
the near future, but not those to Venezucla, On the contrary, American busi- 
nessmen were urged last month to expand their investnents in Venezuela and to 
take advantage of the abundance of dollars, freedom in business and the 
country*s drive to improve its industrial framework and cease depending upon a 
single economy based on petroleum, Listed among the industries expected to 
pay good dividends were iron ore, uraniun, and cotton textiles. The develope 
nent of vital uineral resources is now under careful study. Two American 
steel companies, Bethlehem and U.S. Stcel, will soon start operations and nay 
export iron-ore from their properties in the near future, The present 
Venezuelan government realizes the shortconings of its single econony systen 
and is encouraging private enterprise to enter new fields, Venezuela was 
termed "a new frontier" by J, 0. O'Brien, manufacturers! representative in 
Caracas, He believes that opportunities are good for new industries. Cotton 
textiles are high on the list of profitable possibilities, since cotton goods 
now produced domestically are of inferior quality to those made in the United 
Statese Not only is the government encouraging investment, but also private 
businessmen can be expected to cooperate with United States companies, This 
is corroborated by the fact that the Iron Mines of Venezuela, at Bl Pao, State 
of Bolivar, continues to add installations preparatory to expanding commercial 
iron. ore mining operations, Eventually this nining concern will have invested 
$50 million anticipating in the first full year of operation an output of 2 
million tons of ore. The 50 kilometers of standard railroad being built by 
this company to connect San Felix, near Palua, with the Orinoco River should 
be completed and ready for operation by December of this year, The Oliver 
Iron Mining Co. of Ciudad Bolfvar, which holds vast concessions, started a 
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survey to determine whether it would be more economical to transport ore by 
rail to the sea than to ship it down the Orinoco River, The most promising 
iron ore deposits in Venezucla are found in the state of Bolivar and the 
Federal Territory of Delta Amacuro. Recently, the government incorporated 
the districts of Cedeno and Sucre in the state of Bolivar into one zone ree 
served for exploration and development of iron ore deposits. The granting 

of mining concessions in such reserved zones is subject to special governnoent 


laws. 


Before World War II, Venezuela bought large quantities of cement from 
Germany, This importation wes renewed when 50,000 sacks of much-needed cenent 
were unloaded at La Guaira from the Swiss ship "Carolina", 


The government will build another powerful radio station, costing an 
estimated $300,000, to broadcast long-and short-wave prograns of national and 
international interest. It is expected that the new station will go into 


operation early next year, 


- A National Coffee Fund was created to develop and protect the coffee 
industry, and to subsidize srowers, Although coffee holds third place in the 
national exports, the domestic market for this commodity suffers a great deal 
of fluctuation. As a solution to the coffee problem the growers propose the 
following steps: 1) fix a ceiling price, 2) allow the importation of coffee, 
3) place an import tax on coffee equal to the amount received by the 
Venezuelan producer from the governnent. According to the United States 
Departnent of Agriculture, the coffee harvest this ycar will be the largest in 
history, The weather has been very favorable, especially in the highlands 
where = best grades are grown, Meanwhile the public still pays from 3.50 to 

Vv 


4.50 bolivares a kilo ($.60 to $.70 per pound), 


The Central University of Caracas sent a delegation headed by Ruben Pine, 
comptroller of the university, to the United States, to study the adnmninistra~ 
tion of American universities and to purchase equipment for all departments of 
the institution at Caracas, The same university invited Dr. Carlos Monje, 
Peruvien scientist and authority on the Peruvian high plateau and its inhab- 
itants, to deliver a series of lectures in Caracas, Afterwards Dr. Monje will 


conduct a study of the people of the Venezuclan Andes, 


The old Latin Anmcrican custon of men flirting with ladies in public nay 
soon come to an end in Venezuela, The act known as piropear, i.e., making 
audible personal remarks to strange women in public, has been prohibited. 
This new law was put into effect last month and 50 piropeadores were arrested 
by the police. Young men all over the country, and especially in Caracas, 
have protested on the grounds that the new law curtails the well-known 
Venezuelan sense of humor and is biologically unsound, 


COLOMBIA 


The government of President Ospina Perez is strongly denouncing the labor 
unionse Its particular target is the Colombian Federation of labor (Confedor= 
acion de Trabajadores de Colombia), or C.7.C. The obvious fear is that the 
C.T.C, is Communist dominated, while various accusations clain that it is 
Nantixconstitutional" and"destroys freedom of work", etc. Actually, the 
governnent probably aroused more public sympathy for the C.T.C,. than 
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condemnation. Impartial observers take due note of the Communist influence, 
but beyond a doubt the majority of the menbership of the Confederation is 
composed of Liberals, which is reason enough for the Conservative minority to 
be anxious to sce the power of the unions diminished. 


In answer to the complaint by Conservatives that the C.T.C,. had violated 
the constitution by mixing in politics, a nationwide denonstration was held, 
It was declared that 1) the C.T.C. should be allowed to speak on political 
natters despite the constitution, because it is the birthright of workers to 
be informed on political matters, 2) Congress should unite the differences 
anong the political factions in order to preserve the existence of labor 
unions end civil liberties in general, and 3) Manuel Carrasco should be 


brought back to Colombia, 


This latter plea aroused great public interest fron all sides, Manuel 
Carrasco was a student at the National University of Bogota, He was exiled 
fron the Dominican Khepublic, being a declared Communist, and lived under the 
Colombian flag as a political refugec. At the Communist Congress in Bogota, 
he went too far in condemning the Colombian governnont and was arrested, 
ordered deported, and placed on a plane bound for Ciudad Trujillo. Since it 
was cormonly believed that Carrasco would be subject to the death penalty upon 
arrival there, public fecling in Coloubia rose to such a pitch that his plane 
was ordered stopped at Jamaica and he was released. Recent reports say that 


he is now in Cuba, 


The above-mentioned Communist Congress was characterized by the usual 
phrases and declarations, for instance, that the Conservative government has 
not given Colombian industry enough protection, and that iuperialisn (capi- 
talist imperialism, of course) is growing more evident every day. 


Confident over their majority stending in Congress, the Liberels have 
attemptcd all summer to change last year's new electoral law in two respects 
to provide 1) that the forthconing presidential clections be held on the 
last Sundey of November of this year, and 2) that each citizen who votes have 
his index finger dipped in indelible dye. For the past month Liberals and 
Conservatives hotly debated the new bill. It was passed by both houses of 
Congress and sent to the President, who vetoed ite When the bill was reintroe. 
duced in an effort to over-ride the veto, the discussion degenerated into a 
violent political quarrel between Conservatives and liberals. On September 8, 
the debate between Liberal deputy Gustevo Jimenez and Conservative deputy 
Carlos Castillo rose to such a high emotional pitch *hat verbal insults were 
| hurled, followed by five minutes of pistol fire im wnich several other depu- 
i ties participated. Jimenez was killed and four other members of the house 


wounded, 


Immediate violence was averted in Bogota by the arny, which patrolled the 
streetse President Ospina Perez issued a proclamation asking: 1) that 
impartial agencies be formed with the power to settle conflicting political 
problens, 2) that the debate over the electoral law be dropped, and 3) that 
every congressman do his utmost to reassure his constituents and save the 


country from further bloodshed, 


His plea was generally observed, but some upheavals did occur in rural 
areas where, in all, about one hundred persons wore killed, The Hlectoral 
Reforn Bill was sent to the Supreme Court for an opinion as to its 
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constitutionality. The Supreme Court ruled that it was constitutional, and at 
last reports it appeared that the bill had a good chance of being passed over 


the President's veto, 


Despite the tragic political violence, the econonic scene in Colombia looks 
nost hopeful, Profit increases have been registered in alnost every industry. 
Airlines are expanding. The list of articles whose importation is pernitted 
has been increased and extended, indicating Colombia's faith in its industry to 
compete with foreign products. Even textiles have been allowed to enter nore 


freely. 


Colombia and Venezuela will soon sign a bilateral trade agreement. The 
specific terms of the treaty have not been drawn up, but the provisions will 
include 1) increased trade between the two countries, 2) regulation of monetary 
exchange to facilitate tho intorchange of goods, 3) a tightening of the border 
guard to cut down contraband. 


Tho National Petroleum Council (Consejo Nacional de Petroleo) released a 
statement concerning the oil situation in Colombia. The situation there is 
analogous to that all over tho world; i.e., foreign investments have dropped 
off, which places Colonbia on her own insofar as keeping up with the inter- 
national tempo of exploration for new oil fields. An extensive study was made 
by the board to integrate the social, technical, and econonic aspects of the 
oil industry, so that future activity night be more efficiently directed, In 
the past year the council also formulated a National Hydrocarbon Code, which 
has been passed by the House and is now pending in the Senate. 


Colombia has shown its general economic progress with the declaration of 
a surplus in the governnental budget, while the Federal Reserve Bank of New 
York announce that Colombia is among the top Latin American countries in 
honoring its obligations. 


ECUADOR 


The desire to adjust Bcuador's commercial policy to present conditions 
caused the government to inforn Canada of its desire to terninate the Tempo- 
rary Commercial Agreement signed with that country August 26, 1941. According 
to the provisions of the agreement the date of termination was September 21 of 


this yeare 


The export report for the second quarter of 1949 shows continued develope 
ment in the banana industry. A governnent loan of 15 million sucres (13.40 
sucres equals $1) to banana growors resulted in more than 18,000 acres of new 
land under cultivation. Theoretically, this increase should result in about 
5 million additional stems of bananas the first year of full production and 


about 15 million stems per annun by 195l. 


Three representatives of the Export Import bank were in Quito to study the 
governnent!s request for a loan for the rehabilitation of the zones devastated 


by the earthquake last August. 


A plenary session of the United Nations Food and Agriculture Organization 
net in Quito with 23 countries represented. 
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PACIFIC COAST REFUBLICS 
PERU 


Feru and Colomnia have not yet reached an agreenent regarding the text of 
the document which they are to present to the International Court of Justice, 
asking the court to resolve their differences concerning the right of asylun,. 
Representatives of each country appear willing to neet but there is some diffi~ 
culty in getting the process started. Menahwile, victor Raul Haya de la Torre, 
leader of the Apristas, remains onsconced in the Colombian enbassy. 


While General Odria's diplomats floundered in the nire of International 
law, the nilitary Junta continued with its own work. It passed a decree re- 
organizing the national electoral system. The present procedure, established 
in 1931, is now considered outmoded by the Junta, which has assured the popu- 
lace that this new law is constitutional. The decree provided that 1) within 
30 days of its promulgation, the National Electoral Board shall take steps to 
have a new list of voters drawn up and to fix the dates for registration, 2) 
the nanes of all the citizens who have the right to vote will be inscribed in 
the new electoral register, and 3) the period of registration will be 90 days. 


Another decree has authorized a 300-mnile rail link that will connect the 
existing Peruvian railroads with the navigable headwaters of the Amazon, The 
new road will commence at Tambo del Sol and end at Pacalna, a port on the 
Ucayali River, This project, the cost of which has not yet been estinated, 
will be financed by 20% of the revenues of the country's tobacco monopoly after 
1950, and by unemployment tax funds. 


While it probably was not the result of any of the recent actions of the 
nilitary Junta, an old Peruvian turned over in his grave last month, A pre- 
Inca mummy arrived in New York from Peru on September 12. Dr. Rebeca Carrion, 
director of the Peruvian National Museum of Archaeology and Anthropology, was 
on the dock heading a solicitous reception committee, The mumny, that of a 
priest of about 50 years of age, wes discovered in 1927 on the Paracas peninsula 
near Pisco, Peru, by Dr. Julio C, Tello, Dr. Carrion's predecessor. The age of 
the mummy is estimated to be 3,000 years. Its exact age will be fixed by 
analyzing dust from tho mummy for its radio-—carbon content. The wrappings on 
the mummy included many yards of some of the finest early Peruvian textiles 
ever found. 


A United Nations commission has arrived at Lima to study the habit of 
chewing coca leaves as practiced by the Indians of Peru, Bolivia, Colonbdia,. 
Ecuador, and northern Argentina. The problem is considered sinilar to the 
opium problem in China. Peruvian doctors have demonstrated the marked sini~ 
larity between the action of opium and that of coca, in that they both have a 
deleterious effect on tho nervous system, The commission will encounter an 
economic problem as well as a medical one, since the Indians will work for lower 
wages if offered the inducement of large rations of coca leaves, 


BOLIVIA 


The niddle-of-the-road governnent of Bolivia, the P.U.R.S, (Partido Union 
Republicana Socialista), under Acting President Mamerto Urriolagoitia was put 
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to its severest test to date when the totalitarian M.N.R. (Movimiento 
Nacionalista Revolucionario) party captured the cities of Cochabamba, Oruro, 
and Santa Cruz on August 27, precipitating the country into revolution. In 
La Paz, the capital, the leaders of the M.N.R. were rapidly rounded up, as the 
governnent preperéd to battle the southern rebels. 


The insurgents were quickly overthrown in Oruro and some of the snaller, 
outlying cities and departnental capitals during the first two days. However, 
two strong centers of opposition remained in Cochabanba and Santa Cruz. In 
Cochabanba the situation appearcd to be quite serious when the air force, the 
cavalry renounts, and the pilots of Lloyd Aereo Boliviano, the airline which is 
the lifeline of the country, joined the rebels. Fighting was centralized at the 
airfield and at the plaza "14 de Septiembre". The government was quick to send 
troops under General Ovidio Quiroga to the troubled area in an attempt to sure 
round the city. It appeared at first that a bloody battle was imminent; but as 
the governnent forces approached, the rebel resistance collapsed, and General 
Quiroga entered Cochabanba without opposition on August 31 to be received with 
open arms by the loyal citizens. 


There was sporadic fighting in the nining areas. The local radios, rumored 
to be manned by nenbers of the M.N.R. and the P.I.R. (Partido de la Izquierda 
Revolucionaria, the party-line Communists) tried to incite the Indians to acts 
of violence, but their efforts net with little success, The Anericans located 
in the mining areas were, however, evacuated to La Paz and Oruro as a safety 
neasuree 


By Septenber 7, only Santa Cruz and the surrounding area were still in 
rebel hands under the leadership of General Froilan Calleja, This was the, 
general who, early in the revolution, asked that his son, Lieutenant Froilan 
Calleja who was stationed at Oruro, be permitted to join hin. The government 
conplied by putting a plane at the disposal of Lieutenant Calleja so that he 
night join his father in tha fight against the governnecnt; but the son refused, 
placing his country first in this grave moment. This same general also 
threatened President Urriolagoitia's relatives in Sucre with death unless the 
President capitulated. By that tine, howovor, the revolution was alnost over 
and nothing came of these threats. 


On Septender 6, although tho situation looked completely black for the 
rebels, they formed a revolutionary government in Santa Cruz, naning as Presi~ 
dent, victor Paz Estenesoro head of the M.N.R., then in exile in Minas, Uruguay. 
This rebel government was short lived, however, for in the next week the troops 
of the legal government aided by loyal citizens inside the enemy camp, noved 
relentlessly on the new capital, finally capturing Santa Cruz on September 15. 
It is reported that the rebel leaders, just previous to capitulation, got away 
in L,A.B. planes to Argentina and to Corumba, Brazil, They left their military 
leader, General Calleja, to his fate; but he disappeared, supposedly to a 
friendly hacienda nearby, The last mopping up was completed on September 16, 
and the revolution was officially over. 


The 20 days of battle were expensive. Unofficial sources claim that more 
than 350 were killed and over 750 wounded on doth sides and that it had cost the 
government about 25 million bolivianos ($500,000) a week. Speculation has been - 
rife as to where the rebels obtained their funds, 


Qn September 9, President Peron of Argentina, apparently annoyed by rumors 
that the Bolivian revolutionists were getting arms from Argentina, summoned 
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Bolivian Anbassador Gonsalves and U.S. Charge d'Affaires Mallory to his office, 
and, in their presence, ordered representatives of the armed forces stationed 
on the Bolivian frontier to tighten the border against arms smuggling. On that 
same day, in line with Argentina's policy of "absolute neutrality", Carnelo 
Guillar Jinénez, one of the leaders of the revolt, was arrested. 


On September 7 it was decreed that all money belonging to members of the 
M.N.R. was to be transferred to the Central Bank and held there for the du- 
ration of the trouble. With the end of the revolution there was much popular 
denand for severe action against the leaders of the M.N.R. Since most of these 
fled the country with the cessation of hostilities, government action has been 


slow. 


The 20 days of turmoil do have their bright side. The country is united 
nore solidly than ever behind acting President Urriolagoitia now that there is 
a temporary renoval of the M.N.R., which has been fomenting trouble in Bolivia 
ever since its overthrow in 1946, It appears that the Fresident will get sone 
of the support from the people that he needs to enable Bolivia to solve its 


nany problens,. 


CHILE 


President Gonzalez Videla was eranted special powers by the Chilean | 
Congress for the purpose of preventing strikes and riots after labor disputes 
anong the transportation workers threatened to paralyze the communications of 
Santiago. The prevention of such uprisings (believed to be inspired by 
Comminist agitators, primarily by office and shop stewards) will act indirectly 
upon inflation, which has been posing a great problem in the nation, The powers 
given the President include authority to move citizens suspected of inciting 
the workers to either Pisagua, in the isolated northern province of Antofagasta, 
or renote Patagonia, in the south, places referred to by the Communists as 


"concentration camps.” 


One of those accused of Conmunistic activities in Chile was Natalio Tursi, 
popular leader of an Argentine orchestra. The conductor was described as "an 
internediary between the Argentine and Chilean Communist parties" and es 
having made various trips to the nitrate uines of northorn Chile where he was 
connected with disturbances among the miners. Sefior Tursi was arrested by the 
police and deported froii Chile the following day. The founder of the periodi- 
cal El Siglo, Senor Raul Barra Silva, was likewise detained by police on the 
charge of being an active director of the clandestine Central Connittee of the 


Conmunist party. 


The senate and chamber of deputies are also attempting to do something a» 
bout reducing rents, food prices, and bus fares, the latter item being the cause 
of the zreatest resentment by the populace toward the Videla government. 
Inflation in Chile is attributed in part to unlimited issues of paper money and 


to advanced social legislation. 


While the government struggled with pressing problems of Communism and ine 
flation, Chileans officially celebrated on September 16 the 139th anniversary 


of their independence, 
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A previous gathering of notables was witnessed on September 7 when the 
chanber of deputies, under the direction of the Foreign Relations Comnitteo, 
honored United States Anbassador Claude G,. Bowers on the anniversary of his | 
tenth year of uninterrupted service in Chile. Ambassador Bowers, his staff, the 
presidents of the senate and the chanber, and representatives of the Anerican 
republics, were present for the cerenony at which Don Enrique Canas Flores, 
Minister of Foreign Relations, paid tribute to the Anbassador for his friend 
ship and his "silent, patient and indefatigable work" in bettering the relations 
between the two countries. The Radical deputy, Don Raul Juliet, added that this 
was the first occasion upon which a forcign diplomat had been so honored in 
Chile. The assenbdly closed by voting a continuation of the Good Neighbor Policy 
as formulated by the late President F. D. Roosevelt, 


THE RIVER PLATE REFUBLICS 
ARGENTINA 


With its accumlsted sterling sefely protected against the ill effects of 
devalu-tion, Argentina has weathered the world nonetary crisis with considers 
able calm so far. Government officials maintain they were not taken by surprise. 
On the contrary, they clain to have foreseen recent developments and to have 
taken ammle precautions in the pact with Great Britain. Some have charged that 
in anticipation of the expected devaluation in England, Argentina hastened to 
accumulate sterling debts, exporting the agreed quantities of meat but failing 
to issue the necessary import licenses for purchases from Britain. It transpired 
that by thus holding off, Argentina will now pay less for British goods. This 
was considered speculation without any risks, for in case devaluation did not 
occur, only time would be lost in making purchases, and in case of devaluation, 
Argentina's purchasing power for goods in the sterling area would be correspond 
ingly enhanced. Since the pound was, in point of fact, devaluated in terms of 
dollars, the Argentine sterling balances will be increased to the amount of 
their dollar equivalent prior to devaluation. 


The first official reaction in Argentina to the devaluation of sterling was 
a statement to the effect that the peso would not be devaluated. However, 
during the course of the month it became clear that such was not the case, and 
on September 30 the decision was made to devaluate the peso in terms of both 
dollars and pounds sterling. The basic sterling rate was set at 9.40 pesos to 
the pound for buyers and 10.45 for sellers, while the basic dollar rate was 
fixed at 3.35 pesos for buyers and 6.08 for sellers, 7 


Even before sterling was devaluated, Argentine prices were considered too 
high. The I.A.P.f£. policy of charging the highest possible prices had caused 
Argentine exports to drop to a new low, while surpluses piled up unsold and 
dollar and gold reserves continued to dwindle. Because of the dollar shortage, 
the I.A.P.I. recently offered Argentine hides to U.S. coustomers for 15% less 
than the Argentine prices then being quoted, but very little interest was shown, 
The U.S. customers were only interested in buying hides at prices 50% less than 
those quoted by Argentina. Furthermore, Argentine wool, a big dollar earner, 
must compete on the U.S, market with wool from Australia and other sterling 
area countries. The handwriting on the wall clearly indicated that the peso 


would of necessity follow the pound. 
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For some tine President Peron has been talking about the abandonment of the 
gold standard, claining that the national wealth of the country would be suf 
ficient backing for the peso. On Septenber 16 the Senate approved a bill 
introduced by the Peronista party which abolished the legal requirenent that the 
Treasury maintain enough gold on hand to match 25% of the currency in 
circulation, By last August it amounted to 27% as compared with 644 at the end 
of 1947. According to Finance Minister Alfredo Gomez Morales, abandonment of 
the gold standard is a tomporary neasure dictated by the disturbed conditions 
of world trade. Abandonment of the gold backing is decried by the opposition 
as extrenly dangerous, for the reason that it may lead to a paper money spree. 
On the other hand, it is considered possible by some that the agricultural 
resources and government enterprises such as the railroads and utilitics will 
inspire sufficient confidence in Argentine currency to maintain full employnent 
and production, 


Recently Argentina's foreign trade policy was the subject of controversy 
and ,a subsequent cabinet shake-up. Since that tine it appears that President 
Peron has adopted a more cooperative attitude toward U. S.-Argentine commercial 
relations, to the surprise of sone observers. His government has just 
guaranteed dollar naynents on a $20 nillion telephone equipment deal with 
International Telephone and Telegraph Corporation. This is the first such 
guarantee made by the Central Bank in more than decade and is considered to be — 
a prelininary to unfreezing American funds tied up there. The telephone systen, 
Coimpenia Standard Electric Argentina was purchased by Argentine from the I,T.é&T, 
three years ago for a price of $95 million. At that time the I.T.&2. receivod 
nonopolistic rights to the sele of equipment and 2 long term nanagenent contract, 
The note is to be paid off in five yearly installments of $4 million each. 


Although there are still outstanding some $143 nillion due U.S. bankers 
and exporters, the statistics of the Central Bank in Buenos Aires indicate that 
paynents heve been stepped up in recent months. Alnost half of the total $280 
nillion in frozen letters of credit, dating back es fear as May, 1948, has been 
paid, There is reason to believe that recent devclopments and existing cone 
ditions point to possibilities for increased trade between the United States 
and Argentina. The joint econonic comnission is still seeking new techniques 
to improve trade, Argentina is expected to launch a high-powered selling 
canpaign in the United States in the near future, and a tourist bureau will 
soon be established in New York. Meanwhile, the comission is considering 
legal problems involved in an attempt to simplify the process of obtaining visas 
for travel in Argentina. The new rates of exchange are expected to be low 
enough to encourage U.S. travel and dollar spending in Argentina. Argentina is 
now expected to make a bid for lerger Marshall plan purchases by offering its 
surplus goods at lower prices. The United States is looking to the end of the 
Marshall plan in 1952, and in snticipation of post-Marshall plan competition in 
the Latin American market, can be expected to take advantage of every 
Opportunity to develop trade reletions with Argentina, 


It is generally known that Senator Molinari has been entrusted to act as 
spokesnan for President Peron on matters of foreign policy. His views and 
statenents in this field are seid to be those of the President. In that light 
it is interesting to note that the great senator~orator recently made a long 
Speech in favor of the Anglo-Argentine pact which he eulogized as a con- 
tribution to the economic and financial organization of the western world. 
Describing the pact as a neasure of defense, his intention was obviously to link 
Argentina with the western nations against a common eneny, Communisn. Russo- 


} 


Argentine relations had not recovered from Peron's earlier declaration that 
Argentina would be found on the side of the United States in the event of 
another war. It is not to be inferred that U.S.-Argentine relations are per 
fect, but a change has taken piace, and gradual inprovement is noticeable. 


President Peron's war on the opposition press was continued this nonth 
with increasing vehenence. :The petty economic and legal devices used to ree 
strict the independent newspapers to le pages daily and deprive then of their 
supply of newsprint are wellknown, Now a law, already approved by the Senate, 
has nade it obligatory for all newspapers to publish gratis classified ads for 
unermloyed persons as furnished by a newly created government enploynent 
agency. The President has just signed another law which nakes editors who 
show "disrespect" of public officials in their publications subject to fron 
three nonths to three years in prison. Tho first law will have a harassing 
effect on most newspapers and especially upon Le Prensa, which leans heavily on 
revenue from classified ads. Failure to conply would bring almost ruinous 
fines, The meaning of the law against "disrespect" is unmistakable. An editor 
who threatens, insults or in any way offends the dignity or decorum of a public 
official because of the way he carries out his duties, whether by direct 
reference or by allusion to the power he represents, is liable to a prison 
sentence. All of which would seem to indicate that freedom of the press has 
becone a thing of the past in Argentina. Already there is the case of the 
Salta daily, El Intransigente, whose entire personnel, including publishers, 
editors, reporters, and linotype operators, were forced to travel 1,000 niles 
at their own expense to answer a senatorial summons. The paper is accused of 
having printed a report that the Peronista party had asked for the resignation 
of the senator from Salta province. Other editors have been arrested in 
various provincial cities, and in some cases newspapers have been closed owing 
to the lack of governnent controlled newsprinte Some instances of postal 
facilities being denied to newspapers have been reported in recent nonths, 


Another nane has been added to the list of Radical deputies who, having 
protested too loudly against the present regine, are no longer pernitted +0 
occupy their seats in the chanber. Ricardo Balbin, one of the remaining 
opposition Radicals, made a speech recently in Rosario which allegedly con- 
tained derogatory remarks about President Peron. When a local court requested 
that Balbin be deprived of his congressional immunity, the Peronista majority 
in the chamber granted the request, making it possible for him to be tried on 
charges of "disrespect", Until the verdict is handed down Balbin will not be 


pernitted to occupy his seat in Congress. 


It was during the final sessions of Congress that both houses passed a 
law concerning the organization of political parties. Sponsors of a new party 
would be required to register its name, doctrines, platform, and officers, 
then wait three years for legal recognition. The final decision rests with a 
court which would decide whether or net the proposed party would threaton 
Social peace, incite violence, attempt to change the established order, or have 
international connections. The law foreshadows more trouble for existing ope 
position parties, since they could be abolished for the same reasons. Further~ 
nore, party coalitions, a device commonly used in the Argentine Congress, would 
be prohibited, 


For the consumer of natural gas in Argentina there was good news. A newly~ 
completed gas line from Comodoro Rivadavia to Buenos Aires gives some hope that 
gas rates may be reduced considerably in the near future, The pipe systen, 
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which links Buenos Aires with the natural gas wells of Caleta Olivia some 1,700 
kilometers away, is to be completed and ready for operation by the end of the 
year. There was more news, not all of it good, concerning the hydroelectric 
plants Argentine is constructing as part of the five-year plan, The plan calls 
for the construction of 22 hydroelectric plants, but only seven of them are 
actually under way at the present time. As of February 15, 1949, Argentina had 
a total capacity of 55,000 kilowatts, Regarding the five-year plan, which began 
in 1946, the department of commerce has announced that it is behind schedule 
and that it may take up to ten years to carry out the entire program, 


Not long ago Spain and Argentina signed an important agreement regarding 
a 10-year project for large scale Spanish immigration to Argentina. This month 
President Peron with his newly appointed foreign minister, Jesus H. Paz, met in 
a long conference with the Spanish ambassador, Jesus Maria Areilza, in an effort 
to get the immigration process under way. Relations between the two countries 
are good, with Franco expressing gratitude for Argentine backing in the recent 
session of the United Nations Assembly and Peron sending warmest personal 
ercetings to Franco. 


The issue of civil rights for women in the Women's IntereAmerican core. 
mission gave the Latin American delegates an opportunity to put their North 
American neighbor on the spot in the recent conferences held in Buenos Airese 
They asked the U.S. to sign the civil rights convention drawn up and signed by 
the 20 Latin American countries at Bogota in 1943, At Bogota, the U.S. delegate 
in his capacity as federal representative had abstained, since the United States 
system gives enforcement of such rights to the individual states and not to the 
federal government. The U.S. did however, sign the Bogota treaty on political 
rights. It made little difference that U.S. revresentatives were prepared to 
offer proof that the individual states guarantee a high level of civil rights, 
The Latin American were not persuaded by such arguments and as the Assembly of 
the commission adjourned, the matter was left as an appeal to be further 
considered by Washington. The move was gencrally appreciated as an effort to 
embarrass the Unitod States. Again the Unitod States and Argentina were to be 
found on opposite sides in an international controversy, and this time, 
Argentina appeared to have the support of the majority of its sister republics, 


URUGUAY 


4 recent analysis of current Uruguayan economics has been published by the 
United States Department of Commerce, It estimates that for the year 1949 
Uruguay will register a deficit in its international balance of payments equiva- 
lent to nearly $23 million. This deficit is anticipated because of the fact 
that export earnings will be 10% lower than in 1948, even though the same export 
volume is maintained, because of a 10% decline in prices now paid for the 
country's production. Nevertheless the department considers that Uruguay's 
position is relatively strong in its reserves. iWMcat exports to the U.S. are 
expected to be reduced by about $6 million with relation to 1948, although thore 
does appear to be a very favorable denand in tho U.S. for Uruguayan hides in 
Spite of the high prices. Tourist trade earnings are expected to drop by 
approximately $4 million because of the devaluation of the Argentine peso. 
Alrcady in 1949 the tourist traffic has yielded Uruguay $4 million less than in 
1948, owing to the restrictions imposed by Argentina, since the majority of 
Uruguay's tourists enter from Argentina. The Department of Commerce states 
that if the proposed Uruguayan law to exempt new industries from certain taxes 
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and tariffs were approved, it would stimulate an influx of foreign capital 
needed to develop industrial enterprise. ‘ 


It is known that some difficulties do exist as a result of the world-wide 
scarcity of dollars. Although there has been a 45% drop in the price of wool, 
it is still Uruguay's best source of dollar exchange, and continued sales to 
the U.S. ought to case the serious dollar shortage. New, lower freight rates 
which went into effect for Pan American Airways cargoes should bo of consider= 
able importance to Latin Anecrican purchasers, since these rates now enable then 
to shin large quantities of goods for less than under forner rapid~transit 


conditions. 


After a recent poll of public functionaries, the President has come to the 
conclusion that there should be a five-day working week. Employees do not work 
efficiently on Saturday mornings, since their weekend activities often begin on 
Friday night. Mr. Batlle Berres plans to reform the schedule by dispensing 
with the four Saturday working hours and adding a haif hour to each one of the 
present five-hour wockdays. Response to the poll on such a nodification ine 
dicated the workers were overwhclningly in favor of it. 


PARAGUAY 


News from Paraguay this month continucd in the pattern set 17 nonths ago 
when the first of the recent series of presidents took over the government. On 
Septenber 12, by Congressional appointment, Frederico Chaves becane Provisional 
President, the sixth in 17 nonths. Chaves, who was the Minister of Forcign 
Relations and a Supreme Court judge, succeeded Dr. Felipe Molas Lopez by @ un 
aninous congressional vote. No violence accompanied the change, although recent 
disturbances have occurred as a result of a division in the ranks of the 
Colorado party. Molas Lopez was a member of the Red Cross, a faction of the 
Colorados which has been gradually losing sround before the Denocrats. The 
cabinet named by Chaves is conposed entirely of civilians, nost of whon also 


served under Molas Lopez. 


BRAZIL 


The important news of the devaluation of the pound and other European and 
Latin American currencies has renewed speculation in Brazil concerning the proba— 
bility of devaluation of the cruzeiro. Officially, the government inforned the 
world that it intended to continue the present 18 to 1 cruzeiro-dollar rate 
established under fhe International Monetary Fund. However, doubts have been 
expressed as to how long it can naintain this position. Private sources in 
Brazil held that devaluation would depend upon economic developnents in the next 
few months, but doubted that it would occur before next year. Financial circles 
in the United States were less optimistic. Some felt that devaluation would be 
necessary before the year's and in order to keep the cruzeiro in line with 
currency values abroad and enable Brazilty compete with the pound sterling areas 
in trade with Europe. Unless the cruzeiro is devaluated, greater competition 
and lessened profits in such industries as textiles and tropical products may be 
expected, because of the trade advantage which the British dominions have gained 
from devaluation of the pound. Moderate bencfits to importers of British manu- 
factures and consumers of British goods should result from the pound 
devaluation, but it is feared that these advantages will be more than offset by 
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the decrease in Brazilian exports to sterling areas. The only group in Brazil 
which has actively voiced a desire for devaluation is the exporters, who would 
probably gain a temporary trade advantage. The general feeling is that the 
long-run econonic effects of such a move would be disastrous. Among other 
things, it would discourage forcign investments in Brazil, especially of U.S. 
venture capital, so necessary to the devolopment of many of the nation's basic 


resourceSe 


The situation regarding the payment of the country's back debt owed to 
Anerican foreign traders continued to improve. The New York Federal Reserve 
Bank reported that for the first tine in nine months there has been a reversal 
of the upward trend of outstanding Latin American export drafts and that Brazil, 
with Colonbia, has accounted for most of the inprovenent. Speed in the re- 
duction of the backlog is expected to increase in proportion to the length of 
tine that the now trade control laws remain in offect. Brazilian econonists 
realize, however, that trade controls cannot offer a permanent solution to the 
dollar shortage problem. In order to establish a sound, two-way trade between 
the United States and Brazil, two things are necessary: 1) a substantial 
increase in Brazilian exports to the U.S., and 2) long-tern, constructive 
investnents of Aperican dollars in Brazil, Speaking before conmercial associa- 
tions on a recent trip to Brazil, Mr. Jose Garrido-Torres, director of the 
Brazilian Governnent Trade Bureau in New York, stated that the main way to 
solve the dollar shortage was to increase production and sales, though he also 
urged greater encouragenent of tourists and constructive investors, Commenting 
on his statement, the Sao Paulo newspaper Folha da Manhé declared that "Brazil's 
struggle to balance its foreign trade is inportant not nerely fron an exchange 
point of view but also in relation to the domestic economy." Although the 
steps taken to control imports have been successful, "this is just one phase of 
the battle, the defensive phase. It must be accompanied by a real offensive, 
ained at increasing the entry of dollars through greater exports to dollar 
areas." It also pointed out that exports to other areas could likewise be 
increased, thus establishing a basis for two-way trade that would not require 
dollars. In line with the policy of increasing oxports to the U.S., the 
Brasgilian Government Trade Bureau announced its intention of launching a nation. 
wide drive in the United States to stimulate interest in 1 now as well as in 
traditional Brazilian products. 


In Brazil, a number of projects, some financed aluost entirely by 
Brezilian capital, others with foreign aid, are under way or nearing completion, 
Various industries are showing production gains and, with the hope of an early 
settlement of the dollar debt, the domestic economic scene looks better than it 
has in months. Domestic industries scen to be on the upswing, The Brasnotor 
Company, located in Sao Rernardo do Carmo near Sao Paulo, reported that its 
new Chrysler assenbly plant has a capital investment of $2,200,000 and reserves 
anounting to $1,100,000. The Matarazzo Industries of Sao Paulo, one of the 
fastest growing industrial empires in the nation, has announced plans for 
furthor expansions, including a new jute mill; a plant to produce caustic soda 
and other industrial chenicals and insecticides; and "the most modern soap 
factory in Latin America." Contradicting the stories of importers regarding 
present difficulties in northeastern Brazil, the publisher of the Anerican 
Exporter reports that he found "a lively spirit of developnent" in cities such 

elen, Salvador and Recife, and plans for industrial expansion and greater 


diversification of products. 


Although the next presidential elections are not scheduled until October, 
1950, advance maneuvers are well under way. An interesting new development is 
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the report that former President Getilio Vargas has declared his readiness to 
back Adhemar de Barros, when the Sso0 Paulo governor publicly announces his 
candidacy. This alliance would undoubtedly add tremendous strength to the 
latter's already strong chances in the presidential race. Adhemar de Barros 
is well prepared financially for the campaign; estimates of his campaign chest 
run to more than $10 million, It is said that he has already picked as his 
successor to the governorship his recently-resigned Secretary of Transport and 
Works, Caio Dias Baptista, who paid a visit to the United States ao short time 
ago. Adhemar has denounced as without foundation a "Wall Street whispering 
campaign" that he opposes the movement of foreign capital to Brazil, Mean~ 
while, President Dutra and the leaders of all the major political parties, 
except those of Vargas and Adhemar de Barros, continue to search desperately 


for a coalition candidate to oppose Adhemar, 


The 127th anniversary of the independence of Brazil was celebrated 
throughout the nation on September 7. In Rio de Janeiro, President Dutra 
reviewed an Army parade, and units of the Brazilian Air Force took part in the 
demonstration. As a result of disturbances by Communist elements in the 
period preceding Independence Day, extra police were put on duty to prevent 
any possible trouble during the celebrations. 


Although outlawed, the Communist perty is apparently still active in 
Brazil, and police have been busy the past few months suppressing the activi- 
ties of Communist groups. Reports of Communist agitation and riots have been 
coning in sim ltaneously from all parts of the country, indicating the 
existence of pre=arranged plans. Evidently, the Communists have chosen the 
beginning of the presidentie: election campaign to start creating a wave of 
unrest throughout Brazil. Recently, 150 were arrested in the city of Sdo Paulo 
for attempting to stage a Peace Congress without official permission, and later 
four persons were killed in an exchange of shots between police and Communists 
in the outskirts of the city. Rio de Janeiro's Municipal Theater was the scene 
of a demonstration against an evening program of the Popular Representation 
party, when political adversaries of the speaker made a disturbance in front 
of the theater. Some known Communists were anong the 20 demonstrators detained 
by the police. A Communist newspaper, A Cidade, published in Rio de Janeiro, 
was Closed early in the month by police after the latter were informed that a 
slanderous manifesto was being prepared for publication on Independence Day. 
Rubens dos Santos Oliveira, a well-known party-line follower and personal 
friend of party lcader Luis Carlos Prestes, was arrested in Volta Redonda, 


The major event of interest in foreign affairs was the proposal to send 
an anbassador to Spain, whence the Brazilian ambassador had been withdrawn in 
1946 following a recommendation of the General Assembly of the United Nations, 
Expounding on Brazil's motives for sending an anbassador to Madrid, Foreign 
Minister Raul Fernandes recalled the traditional diplomatic and economic rem 
lations between the two governments and pointed out that the General Assembly 
in 1947 rejected a proposal to confirm the recommendation of 1946, He stated 
that a group within the General Assenbly was determined not to recognize 
Franco's regine and that this point of viow conflicted with Brazil's 
traditional policy, which is not to let its relations with a foreign state be 
conditioned by the type of governnent that state might adopt, 


The solution to Brazil's immigration problems may be at hand with the ree 
turn to Brazil of Dunon Stansby, representative of the International Refugee 
Organization in that country, who is helping to revise its imnigration policy, 
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and with the resignation of Jorge Latour, the Brazilian diplomat who headed the 
National Inmigration and Colonization Council. Stansby has sent various pro-~ 
posals to the Brazilian government regarding its immigration policy and has 
suggested that it contribute more to the cost of transporting displaced persons 
to Brazil. So far, however, the government has not considered its financial 
position strong enough even to join the I.R.0. 


The obstacles that Brazil has faced with its immigration program have been 
the sane as in all of Latin America: lack of funds and the resultant adninise 
tration problems; political opposition fron nationalists, and Communist 
propagands; and, most important of all, living conditions that do not appeal to 
potential immigrants. Brazil has been further handicapped by a division of 
authority among five inefficient agencies. The net result of these headaches 
has been an impeding of the movement of displaced persons to Brazil, where only 
21,000 D.P.'s have gone since the war out of a total of 70,000 to all South 


Anericae 


Brazil's expanding economy is in need of immigrant labor in all fields, 

The state of Sao Paulo, which gained the agricultural and industrial leadership 
of the entire nation as a result of its well-organized, state-~financed imni- 
gration policy which brought in from 6,000-10,000 settlers per month between 
1888 and 1913, wishes thet it could provide more funds to enlarge the current 
trickle of immigrants. Sao Paulo's big immigration hostel, which since 1943 has 
been used as an aviation school, may be prepared once again to welcome newcomers 
as it did before the war. 


Those who recall the estimates of a few decades back that Brazil could 
support a population of from 500 million to 900 million would be surprised to 
learn that recent unofficial estinates, made in the complete absence of soil 
surveys outside of Sao Paulo, give Brazil one-sixth as much rich soil as the 
United States. This has given rise to the hypothesis that Brazil, with its high 
birthrate, may become "the overpopulated India of the Americas" during the next 
century. The scarcity of fertile free soil accessible to adequate transpor= 
tation facilities is believed by some to be more of a handicap to largeescale 
innigration and colonization in Brazil than is the bureaucratic squabbling and 


laxness and the shortage of funds. 


These latter factors, severly criticized in the Brazilian press and debated 
heatedly by officials, resulted finally in the resignation of Latour. However, 
the problen of unifying the five wrangling agencies concerned with the execution 
of the country's immigration policy now devolves upon President Dutra and the 
congress, neither of which has cared to act on the issue, which has becone 
steadily worse during three years of neglect. 


Brazilians as yet have to face the reality of the lack of fertility of © 
their vast, little-known land. Programs for soil surveys are still in their 
infancy. Unfortunately, many Brazilian writers live comfortably in Rio de 
Janeiro, and, ignorant of the interior, write eloquently of a "Land of Tomorrow" 
with a thriving population ten times that of today. Meanwhile, the great mae 
jority of Brazil's 45 million inhabitants are undernourished, with an average 
daily calorie intake of but 2,299, as compared with 3,162 in Argentina. 


A najor argument in favor of increased immigration is that it will 
strengthen technical leadership, which Brazil needs badly, and teach Brazilians 
European skills. However, the small Brazilian business and professional class 
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fears the competition of better—trained Europeans, and the result has been the 
recent legislation which almost completely restricts imnigration to farmers, 
field laborers, and factory workers. Brazil is faced with a decision on all 
those issues as the immigration problem cones to a head, 


Sone efforts have been made recently to attract settlers, The Federal 
Senate recently approved a plan to issue identity and travel cards to D.P.'s 
when they are under the jurisdiction of the International Committee, An agri- 
cultural and livestock cooperative for D.P.'s have been established in the 
state of Goiaz, and recent studies have been made in the Amazonas sector to 
deternine the possibilities for refugee settlements there. A plan is now under 
way in congress to allow Portuguese nationals to obtain citizenship after 
establishing one year's residence in Brazil. 


Of importance in the agricultural news is the expansion of wheat proe 
duction in Rio Grande do Sul. The 1947 harvest in that state reached 160,000 
tons, which when added to the 100,000 tons produced by the rest of the country, 
anounted to one=fourth of tho national consumption. Estinates on the latest 
harvest in the Gaucho state run fron 200,000 to 395,000 tons. Should this rate 
of expansion continue, Brazil will soon have removed one of its great and 
expensive problems of today: the need to import foreign wheat, 


The First National Congress of Sugar Growers’ met at Potropolis in the 
latter part of September to discuss problems such as increased production 
through inproved machinery, a greater quota for Sao Paulo, governnent policies, 
and so forth, One of the nore important itenus on the agenda concerned the 
creation of a sugar bank, with an initial capital of at least 100 nillion 
cruzeiros, to serve as an aid to the development of the industry, 


In Belen, a rubber conference discussed the depressed Anazonian econony 
and the neasures that ought to be taken to deal with production and prices of 
wild rubber, and with rubber-—bank controls over imports for S& Paulo's rubber 
factories. 


Brazilian coffee producers were jubilant over the recent rise of coffee 
on the New York stock narket, which, in one day alone, anounted to an increase 
of 30 cruzeiros per sack. Also of interest to Brazilian ccononists were the 
latest reports concerning the export of coffee at Rio de Janeiro. During the 
nonth of August, 524,000 sacks were shipped to the United States, and paynent 
equivalent to 250 million cruzeiros was made in dollars. This should help to 
case the current dollar shortage, 


THE CARIBBEAN RETUDLICS AND FUERTO RICO 
CUBA 


On September 27 the Cuban anbassador, Oscar Gans, announced in Washington 
that within a week Cuba would begin negotiations for a $200 million loan to be 
used for the developnent of public works. It had not been decided fron whon 
the nonoy would be borrowed since Cuba was obsorving tho world nonctary situ~ 
ation closely in an effort to ovaluate the offers that had boon mado and to 
Choose tho best onc. Anbassador Gans has boon quitoc non—connittal rogarding 
the loan, but he has stated definitely that his govornment will not scek the 
entire sum from the United States. It is almost certain, furthernorc, that 
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Guba will nogotiate with private as well as governnent organiz,tions, It is 
known that the Export Inport Bank and the World Bank have informally discussed 
tho lean with the Cub-n governnont, and it is unofficially rceportcd that the 
World Bank will "probably" take part in tho negotiations. Mr. J. Muller, chiof 
of the Latin Ancrican Departnent of the First National Dank of Boston, was in 
Havana with President Prio Socerras discussing the part his organization night 
play in a loan to Cuha, 


The Cuban loan has aroused much controversy. Spokesman for those in favor 
of negotiating the loan is Mr. Enrique Godoy, president of the Banco Godoy-. 
Sayen, who clains that an active public works progran i8 a necessary part of a 
progressive country. Violently opposed to the loan is former President Batista, 
who declared that the present econonic situation of Cuba does not justify such 
a loan. He was especially opposed to the use of so much money in an attempt to 
increase the Cuban tourist trade, since there is no certainty that such an ain 
will be realized. Teatista accused the present government of nismanaging the 
country's incone, with the result that nunerous projects remain unfinished 
because of a lack of funds. In view of this present situation, clained Batista, 
it would be detrinental to the future of Cuba to incur a heavy U.S. debt. It 
is perhaps significant that Batista supports the recent anti-U.S. "Peace 


Congress" in Mexico. 


One of the nost important issues to be discussed during the necting of the 
Cuban Congress was the governnent's policy relative to the seizure of private 
business. Recently several important companies have eone under the temporary 
control of the governnent, anong then a streetcar company, property of American 
citizens, and a British-—owned coipany manufacturing rails. The latest company 
to be taken over by the governnent is the largest manufacturer of hemp rope in 
Cuba. At the beginning of the nonth the governnent intervened in the operations 
of the Conpaftfa Cubana de Aviacion, one of the major Latin Ancrican airlines, 
According to reports, the seized companies were operating at a loss and it was 
necessary for the governnent to take action in order that operations night not 
be interrupted. Whether the governnent will continue to intervene and what its 
policy will be toward private business has not yet been disclosed, 


In Cuba's attenpts to wipe out gangsterisn, the secret arny organization, 
GRAS, has taken the lead. On September 23, it was announced that the organ 
ization had arrested 28 leaders of the various secret political groups involved 
in Cuba's gang warfare. The body was created in an attempt to end gangsterisn 
once and for all, and its power is so great that it is rumored that even the 
chief of police, who was until recently Colonel Jose Caranmes, received his 
orders fron GRAS. Colonel Jose Caranes has been replaced by Quirino Uria as 
chief of police. Although the reasons for the change were not disclosed, it 
is rumored that President Prio Socarras was displeased with Caranes! failure 


to check gangsterisn. 


The Rader Knappen Tippetts Engineering Company of Miani, Florida, is 
completing a study for the Cuban government regarding the construction of a 
bridge or tunnel ,that would cross the entrance to the port of Havana. Presi~ 
dent Prio Socarras is reported to be extremely interested in the project as a 
neans of facilitating expansion fron the evercrowded netropolitan area into 
the castern zone of the city. The cost of the project is estimated at $20 
nillion; and if it is carried out it should be completed by October, 1952, the 


end of Prfots presidential tern. 
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On Septenber 8, Busebio Mujal, scecretary-general of the Confederation of 
Cuban Workers, was unaninously elected president of the Second Congress of the 
Inter~Anerican Confederation of Workers, Judging from the speeches given by 
the delegetes at the opening scssion on Septenber 7, the central thene was that 
the Congress would represent labor organizations of the Western Hexnisphere in 
the fight against Communism. In the necting of Septenber 10 it was asked that 
the Confederation adopt an economic and diplomatic boycott against the Doninican 
Republic as a protest against Trujillo's dictatorship, and against Porw and 
Venezucla as a protest against the nilitary governnents of those two countries, 


A sonewhat different attitude of Cuba toward the Doninican Republic was 
evident in tho announcenent of September 25 that a new Cuban diplomat, Gabriel 
Breton, would be appointed to the Dominian Republic in the hope that better 
relations between the two countries would result. It was also announced that 
excursions to the Dominican Kepublic would be arranged for Cuban teachers and 
students, in order to establish a "cultural exchange," 


A bulletin from the Departnent of Agriculture in Washington states that 
the world production of sugar this year will reach an all-tine high, The bulle- 
tin states further that the Cuban sugar crop may experience a reduction of 
750,000 tons, but in any event, the United States has announced that it will 


buy 225,000 additional tons of Cuban sugar this year. 


During the nonth of September the Cuban government tried to prevent a 
threatened rise in neat prices and attempted to lower the price of cigarettes 
fron 10f to 7f a package. Neither issue had been resolved by the end of the 


nonth. 


HAITI 


This nonth the United Nations made public a report on econonic conditions 
in Haiti with specific recommendstions for their betterment. The exhaustive 
327-page treatise is the result of an intensive two-nuonth survey by a 10-nan 
tean of U.N. experts and illustrates the technical aid the U.l!. is prepared to 
give to undergdeveloped areas. The study was undertaken at the request of the 
Haitian governnent in 1947 and is a kind of test case whose results nay also 
have some bearing on the carrying out of President Truman's Point Four progran, 
The report drew a very dreary picture of 3 nillion people trying to support 
thenselves in a seni—tropical mountainous country the size of Maryland with 
steadily dininishing resources and an increasing population. Many of Haiti's 
problems are identical with those of other countries--the high incidence of 
tuberculosis, malaria, and parasitic infections. Among scores of proposals, 
the report called for a reorganization of Haitian agriculture and made 26 
suggestions for aiding in its development. Several called for a progran of 
reforestation to lessen flood danger, agricultural research and experinentation, 
&@ rural credit service, new plans for irrigation projects, establishment of 
cacao planations, and numerous soil conservation projects. Electricity could 
be developed both by further use of water power and by utilizing the wind in 
certain areas, In the field of public finance, 20 suggestions were made. One 
called for the creation of a civil service to add efficiency to governnent— 
controlled jobs, More schools and teachers and revised curricula were 
recommended, An anti-yaws program costing $2,500,000 was strongly urged, 
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Business has been slow, while crops have been good to excellent, Nearly 
all the 1948-49 coffee crop has been shipped, but exports of raw sisal, which 
reached a high of 9,615,000 tons in May, have been very slows Producers have 
heavy supplies on hand, but offers to buy have been very slow and for the most 
pert unacceptable. One producer shut down, ostensibly to overhaul his ma» 
chinerye The rice crop is reported good, and an exceptional coffee harvest is 
said to be in view. 


The chief preoccupation of the government has been the completion of prepa-~ 
rations for the Bicentennial Exposition, celebrating the founding of Porteaw 


Prince. 
THE DOMINICAN REFUBLIC 


It has been announced that the Dominican Republic is preparing to welcome 
nore than 400 international refugees from Communist China and fron several 
countrios of central Surope, Thoy arg expected to arrive on the tenth anni- 
versary of the date Trujillo gave Sosua, his 26,000-acre farm, as a refuge for 
300 Jews fleeing from Hitler, The new arrivals will be made up of machinists 
and precisionemachine experts, who will aid in the republic's program of 
agricultural and industrial expansion, which includes the manufacture of arms 
end farm machinery (Hispanic World Report, Vol. II, No. 8). 


An additional link in this program, a canning plant for tropical fruits, 
has just been put into operation in Ciudad Trujillo. Known as Industriali- 
zacion de Frutos Dominicanos, the plant will eventually be able to offer 
Dominican farmers their first wide market for domestic fruits, such as 
mangoes, pineapples, papeyas, guavas, jaguas, many of which are not as yet , 
produced on a commercial scale. The plant will soon be moved to San Cristobal 
to larger quarters and should roach its maximum production in about two years, 
Besides preserving and dehydrating fruits the plant manufactures marmalade, 
juices, syrups, and carbonated drinks, Orders are expected to come from 
Europe and the Western Hemisphere. 


The Dominican Republic still has good business abroad and can show a 
favorable balance of trade of $32,068,290 for the first six months of the 
present year, However, this export surplus may be reduced during the rest of 
the year since the coffee crop has already been disposed of abroad, 


PUERTO RICO 


Governor Muffoz Marin unexpectedly revealed that he would seek reelection 
in 1952 and that he intended toretire from public life after 1956. The reve— 
lation came in an announcement in which the Governor rejected a motion, ap~ 
proved by the Sonate, to increase the chief executive's salary to $18,000 
annually. The Senate's move came after the legislature, then in special 
session, had approved a measure raising the pay of supreme court justices’ to 
$15,000 as compared to the governor's present $10,600. The letter was in 
sympathy with an increase in salary for his position but stipulated it had to 
come after January 2, 1957. Any measure specifying an earlier date would get 
the Governor's vato. Later the Governor approved ten measures sent up by the 
legislature. One of these would create a commission to draw up a modern penal 
code for Puerto Rico. 
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Another concerned the troubled run industry, specifying further con 
ditions for the nanufacture of this product. Under the provisions of the new 
law, all rum will be made and aged under government control, and none can be 
bottled for consumption without first having been aged 18 months. To restore 
the run industry to sone of its war-time prosperity, the government has been 
engaged in a two-fold program of advertising and standardization aimed at 


vettering the quality of the product. Some $750,000 has already been spent in 


advertising, with space being bought in such nagazines as Esquire, Look, and 
Life; and the lower house has approved a like sum to carry on this campaign, 
which is reported to be giving good results. Recent sales have been four tines 


what they were last year. 


After several weeks on strike, during which tine 35,000 construction men 
were thrown out of work because of a scarcity of cement, workers of the Ponce 
cenent company have gone beck to work in defiance of their union leader. Once 
the plant is operating at full capacity, it is believed that its output of 
20,000 secks daily will meet local regquirenents and that imports from the 
United States can be discontinued, The smaller government plant is still 
strike-bound, and local observers saw little chance of an early settlenent, 
owing to tho seeming reluctance of both parties to negotiate. Before the 
strike the governnent factory was sclling all of its daily production of 
12,000 sacks locally, forcing the Ponce plant to export 45% of its output. 


Sugar workers are alarmed over the proposal of the Central de Guanico of 
the South Puerto Rican Sugar Company to ship its sugar in a different forn to 
refineries in the United States. Instead of in the form of raw sugar it would 
go as syrup, and this would represent a considerable saving for both the local 
producers and the U.S. refineries, since crude sugar nust be reduced to syrup 
before the purifying process can beging Since this would elininate soveral 
operations in the sugar nills, workers have appealed to Governor Munoz Marin 
to protect their jobs. If this new method were extended over the whole island, 
more than 20,000 workers would be affected. The workers! plea to the Governor 
asks that any producer sending syrup to the United States to evade quota re- 
strictions be required to find other employment for those workers dismissed 
because of the new practice, Meanwhile Pucrto Rican sugar producers, who had 
Clained a 100,000—ton surplus, were given some relief when the United States 
upped their quota 72,000 tons and that of Cuba 225,000 tons, after it was 
certain Hawaii would be 200,000 tons short of filling its quota and that the 
U.S. beet-sugar crop would be 100,000 tons lighter than estimated. The fight 
over the legality of the sugar quota and the application of the Sugar Law by 
the Secretary of Agriculture continues, and it is belicved that the case will 
be heard by the Supreme Court sone time after the middle of Octobere Both the 
Departnent of Agriculture and tho Puerto Rican government have presented long 


argunents to that court. 
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